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The Role of Private Housing 


in the War Program 


of war labor is not necessary, then no 


It’s been a bigger part of the 


wartime housing job than many war housing construction is authorized. 


of us have heretofore supposed 


HE war housing program has now 
reached a point where mortgage 

bankers can look at what has al- 
ready been done, what is contemplated 
for the future and the policies being 
pursued and arrive at a clear and defi- 
nite conclusion as to just where private 
housing stands as compared with public 
housing. 

What is perhaps the most significant 
comment that can be made on the sub- 
ject is the recent statement to President 
Charles A. Mullenix by John B. Bland- 
ford, Jr. who said that “if the war 
housing need in any locality is for fam- 
ily accommodations which can be per- 
manently absorbed by the community, 
and if the private builders can meet 
necessary war requirements, then we 


schedule privately financed construc- 


tion.” 

Thus it would appear that the posi- 
tion taken by NHA is the same as our 
own and that private housing is receiv- 
ing and will receive in the future a 
better deal than many feared would be 
the case. President Mullenix in his 
monthly letter on the back dis- 
cusses this subject and points out that 


page 


the job is now one for all members in 

their own local communities. 
Supplementing what President Mul- 

lenix has to say on the subject, we have 


collected in this article some data on 
the present position of 
which should serve to clear up the con- 
fusion existing in the minds of those 


interested in 


war housing 


members who have been 
the public vs. private housing discussion. 
In early March Mr. Blandford is- 
sued a memorandum on “The NHA’s 
War Housing Policy” which many 
members have already read. In it he 
declares that: 
' “When a program of new construc- 
tion has been approved, the NHA calls 
for private financing wherever there is 
a reasonable expectation of continuing 
economic need for the after 
the war, and wherever private builders 


housing 


can meet the necessary wartime restric- 
tions on size, location and occupancy. 
To the extent that private financing 
cannot meet the need because of occu- 
pancy conditions or temporary construc- 
tion, the NHA specifies 
financing and the projects 


government 
are built by 
private contractors under government 
contract. There is clearly no 
means for private financing of tempor- 
ary projects scheduled for dismantling 


sound 


within a few years... 

“Tn general, the application of these 
broad policies to a specific locality fol- 
lows this pattern: 

“1. If the War Manpower Com- 
that in-migration 


mission determines 
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“2. If the community has sufficient 


accommodations in existing structures 
to house the expected essential in-migra- 
tion of war labor, again no new con- 
struction is authorized. 

“3. If the need is to house single 
workers, the NHA schedules publigwi# 
nancing and temporary construction.-‘ 

“4. If the need is for family dies 
commodations which can_ be perma- 
nently absorbed by the community, and 
if the private builders can meet neces- 
wartime requirements, then the 
NHA schedules privately financed cen- 
struction. . 

“5. To the extent that the need for 
family accommodations is not met by 
private financing and particularly where 
the need is temporary, the NHA sched- 
ules publicly financed construction.” 


sary 


Discussing other phases of policy, 
Mr. Blandford said: 

“On the materials front, the war 
housing program has been integrated 
with the materials allocation system of 
the WPB to that the critical 
materials made available to housing will 
be used only for the most essential war 
purposes. NHA cannot schedule new 
construction in any locality except to 
the extent that its housing needs cannot 
be met through use of existing struc- 
tures. The consumption of critical 
material in new projects has been cut 
to minimum levels commensurate with 
and procedures 


assure 


practical operations, 
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have been established to make sure that 
the new housing built actually serves 
the war needs for which it was author- 
ized. Only on this basis have we been 
able to assure adequate deliveries of war 
material to projects passing all tests as 
essential war housing. 

“Tt is on these terms and conditions 
that the housing industry has been trans- 
formed to a Within the 
necessary limitations and restrictions re- 
quired by the war effort, the job facing 
has been and continues to 


war basis. 


the industry 
be of very large proportions. The pro- 
gram thus far, based on needs through 
July 1 of this year, has called for 
roughly 3,000,000 living accommoda- 
tions for in-migrant war workers, of 
which approximately 1,300,000 repre- 
sented new building. About 55 per cent 
of this construction has been completed 
and about 23 per cent now is under 
way. The balance of these new units 
are still to be started, and an additional 
volume of new construction will be re- 
quired to provide for the continued 
necessary migration of war labor after 
July 1.” 

* Since then Mr. Blandford has made 
a break-down for President Mullenix 
on the status of the war housing pro- 
gram as to units built and contemplated 
and = funds and spent. 
President Mullenix had pointed out in 
his request for this information that he 
felt some as to the 
exact status of the program and that, 


appropriated 


confusion existed 
based on information announced pub- 
licly, some might even conclude that 
public housing had fared better than 
private housing in the ratio of two-to- 
one. Mr. Blandford replied: 

“A total of $1,964,439,303 has 
been appropriated or allotted since the 
summer of 1940 for federal war hous- 
ing financed by public funds. In addi- 
tion to direct appropriations by con- 
gress, this sum includes borrowings of 
$55,000,000 by the Defense Homes 
Corporation and allotments of $274,- 
339,303 from borrowings made pur- 
suant to the United States Housing Act 
as amended, These funds are financing 
not only the public war hou:'ng units 
thus far completed but also +! 
public units now under construction or 


other 


programmed for construction. 

“By comparison, privately financed 
thus far completed or 
started plus the private projects sched- 


war housing 





At a recent Chicago MBA 
meeting devoted to discussing the 
for stemming the flow 
of population outside the city, a 
poll of persons at the speakers’ 
table revealed that only four of 
11 lived within the corporate lim- 
its of Chicago. 


necessity 











At a recent Detroit MBA meeting 
members heard Austin Grant, Detroit 
News commentator, “The 
World of Today.” 


speak on 


The David C. Bell Investment Com- 
pany of Minneapolis recently held a 
reception honoring Paul E. Von Kus- 
ter on the fiftieth anniversary of his as- 
sociation with the company. 


uled by us under our current program 
represent an aggregate investment of at 
least $3,000,000,000. The present 
outlook is that an additional amount of 
both privately financed and publicly 
financed war housing will be necessary 
in order to meet the needs of war labor 
migration subsequent to July 1 of this 
year. 

“The ratio of publicly financed war 
housing to privately financed war hous- 
ing is therefore by no means two to one. 
Actually, insofar as the remainder of 
our current program is concerned, there 
were 150,000 privately financed family 
dwelling units still to be started as of 
March 1 as compared with approxi- 
mately 130,000 publicly financed units 
of all types, including dormitory units 
and trailers as well as family dwellings. 


“As to the progress of construction 
under the publicly financed phase of the 
program, 272,989 units had been com- 
pleted by February 28, 1943, including 
195,888 family units, 60,305 dormi- 
tory units, and 16,796 trailers. There 
were 240,638 units under construction 
on that date, including 185,040 fam- 
ily units, 44,109 dormitory units, and 
| 1,489 trailers. 

“All but a very minor fraction of 
the publicly financed units now under 
construction or programmed are of 
temporary construction. I am informed 
by Commissioner Emmerich that of 
the war housing assigned to the Fed- 
eral Public Housing Authority for de- 
velopment during the last six months 
of 1942, 95 per cent was temporary 
construction, 3 per cent was demount- 
able, and only 2 per cent represented 
permanent housing. To emphasize fur- 
ther the temporary nature of the pres- 
ent publicly financed program, the 
FPHA is endeavoring wherever pos- 
sible to place its temporary projects on 
leased sites rather than on purchased 
land. 

“Tnsofar as NHA is concerned, the 
170,000 new units we are counting 
upon from private builders this year 
under our current program are in no 
sense ‘mythical’. Of the 150,000 
units still to be started out of that total 
as of March 1, all but a few thousand 
have for some time been programmed 
for specific localities and AA-3 priori- 
ties either have been issued or are avail- 
able for qualified projects. It is our 
fixed policy to lend every assistance 
within our power to the rapid produc- 
tion of this important volume of war 
housing.” 








Who’s Who In This Issue 
J. E. Foster, Jr., G. M. Burlingame and Norman H. Nelson con- 


tribute short pieces on the current discussion about paying fees and bonuses 
to those outside the mortgage business. The April 4th issue of Local Chap- 
ter News was largely devoted to the same subject. 

Mr. Foster heads his own firm in Ft. Worth and Mr. Nelson is treasurer 
of the Minnesota Mutual Life Insurance Company, St. Paul, and has been 
largely responsible for opening up this whole subject. Mr. Burlingame is 
vice president of The Bryn Mawr Trust Company, Bryn Mawr, Pa. 


Stephen G. Cohn js with Dovenmuehle, Inc., of Chicago and spoke 
at the February 1943 Clinic and at another before that. As one of the most 
successful public relations men in the mortgage field his observations carry 
the weight of one who knows from experience what he is talking about. _ 
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Suggests FHA Take Present View of Building 


Costs and Issue Commitments Accordingly 


By G. M. BURLINGAME 


HIS vicious practice of paying 
premiums to others than legitimate 
bankers arises in two 
new 


mortgage 
types of financing 
and refinancing or the financing of 
older buildings. 


construction 





After discussing premiums for many 
months with builders in this area, I 
think the whole subject is being ap- 
proached from the wrong direction. I 
am of the opinion that, were FHA to 
take a present day view of building 
costs and issue commitments according- 
ly and give the project a reasonable 
commitment, builders would be satisfied 
with the profits from the building ven- 
ture and would not ask for premiums. 
But if the principle of ultra-conserva- 
tive underwriting is continued by FHA, 
the builder must look beyond the build- 
ing itself for profit. ! 


We have recently made independent 
surveys and valuations of projects, bas- 
ine them on present day costs of mate- 
rial and labor and in all cases taking 
independent bids for material. We 
have found that FHA commitments 
represent about 86.4 per cent of re- 
placement cost. In cases where sales 
are allowed, prospective purchasers, as 
a result of splendid FHA advertising, 
assume that the FHA commitment 
represents 90 per cent of value; so the 
builder is limited in the amount he can 
obtain for the property. In rental proj- 
ects, loans, of course, cannot exceed 
commitments. The net result is that 
the builder asks for a premium and all 
of the other little items that he can 
pick up. A builder of repute in our 
area has stated that his actual profit 
from a building venture is not over 
$50 a house, so he is forced into the 
premium, conveyancing and _photo- 
graph business to obtain the profit neces- 
Sary to Carry on. 


As to premiums paid on loans on old 
properties, there should be no split with 
some one not primarily engaged in the 
mortgage business. However, if a real 
estate broker knows that “‘X”’, a builder, 


received a premium on loans secured 
by new construction, it is easy to see 
that he cannot understand why he who, 
more than the mortgage banker, origi- 
nated the piece of financing on older 
properties, should not also receive com- 


pensation. 


Has this question been asked of the 
FHA or NHA: 

“Why should a builder with good 
credit and ample capital, risk both in 
constructing, owning and maintaining 
permanent housing under FHA require- 
ments and conditions, when the maxi- 
mum /oan per room allowed by FHA 
is less than the amount set forth in the 
regulations and is not as great as the 
builder would receive per room as a 
contract price for building public hous- 
ing?” 

FHA is willing to approve a pur- 
chaser today who may not acquire title 


(Continued next page) 





who bombed Tokio a year ago. 


must have now! 


excellent results. 


assistance it is in a position to give. 


incomes. 





Remember Those American Flyers 


These words are being written a few hours after the President’s an- 
nouncement of the execution by the Japs of some of the American flyers 
If anything had been lacking to show 
clearly the criminal” character of our enemy, this barbaric action is it. 


Never before can it be so truly said that action and not words is what we 


And we can get action through greater and greater efforts in buying 
war bonds. This issue of The Mortgage Banker will reach you several days 
before the close of the Second War Loan drive. A very large number of 
MBA members have been working hard in this drive and are showing 


Your War Bond Committee has been lending all the 


But as of this writing, while the drive is showing commendable prog- 
ress, the hard part will be that last several billions. Large institutions have 
been heavy buyers as have been banks and insurance companies. What is 
needed now and what we must have, as Secretary Morgenthau said, is much 


heavier purchases by individuals, especially men and women of moderate 


Not that any urging on my part is necessary but we must all make a 
special effort these last few days, not only to increase our own purchases 


until it hurts but also make every effort to promote the sale of bonds to others. 


Neither I nor anyone else has to use an emotional appeal with MBA 
members to buy bonds. You know they are the best investment in the world 
right now—and if anything further is needed to convince us of the great 
importance of buying all we can and then some, all we need do is remember 


those American flyers criminally executed by the Japs! 


Chairman, MBA War Bond Committee 


Guy T. O. Hottypay, 
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for thirty months. It seems to me that 
this is a more dangerous underwriting 
procedure than issuing commitments on 


the basis of today’s cost of replacement. 
Wi ire 


ontinuation of 


ll naturally concerned with 


privately-financed 
The 


maximum 


the ( 
ind privately-constructed housing. 
minimum for the 

war effort must be erected. Private 
cap t il, I 


finan t. 


housing 
um convinced, is willing to 


Substant il bu ld rs are Wi 


WANTS A RULE FOR 
PORTFOLIO RAIDING 


What is portfolio raiding! You 
think vou know—but can you write a 
good definition? If so send it in. We’ll 
print it because several have ask d that 
que stion 

“W vould lik sound definition 

f raiding to which all our members 
can agree,” said Elmer S. Carll, presi- 
dent, Philadelphia MBA, the other day. 


‘In principle, all our members disap- 


prove raidin ywever, no 


ing to construct it, but I cannot help but 
feel that in some government agencies 
and perhaps in some district offices mere 
The 


whole problem should be attacked with- 


“lip service” is being rendered. 


in the which are subordinate 


to NHA. 


construction of private housing it won’t 


igencies 


If there is a breakdown in 


be caused by builders or the financing 


nstitutions. 


common agreement as to when one is 
raiding.” 

We are serious about wanting a good 
definition so let’s have yours. The more 


the better. 

Dr. Gustav Stolper, who has spoken 
it many MBA Clinics, recently 
dressed the Philadelphia Chapter. The 
Philadelphia Saving Fund Society 

idmitted to membership. The 
Chapter’s Ethics Committee is working 
on a code of which if adopted 
| be reported here. 


ad- 


was 


recently 


} 
ethics 


Advertising Now Will Pay Dividends Later 
If You Do It With a Proper Objective 


By STEPHEN G. COHN 


science or 


UBLIC relations is the 
faculty of making people do bus- 


like 


ness with you because they 

vou—hbecause you have 
1 } 

m nds some idea that ¢ 


to del ve in you. 


tting business. 


; 1 


used skillfully and profitably by som«e 


half-heartedly by others, and 


livety 
naustries, 


ilmost completely ignored by most 


in the mortgage 


Motors 


' 
knowing 


too ) publ snk d l book- 


f the companies bus- 
Yet General 
must be given credit for 


money 


(and they 
how 
to make 
war prepared by 
their executives and entitled 
Relations—Industry’s Number 
l Job.” In it appears the statement 


let shortly before the 


one of 


that the time will come when an in- 
dustry “‘will set about its public rela- 
tions with the same serious effort that 


n eras gone by it set about its financing, 


ts engineering, its production prob- 
lems. 


And again they refer “to the para- 


mount need for all businesses—big and 


smal] alike—to plan their course mind- 


» . . 
ful that their extstence 1s f the con- 
sumer, y the consumer and for the 

» : 
consumer, 


General Motors defines public rela- 


tions as the “technique of saying sin- 


cerely things people like—and saying 


. . ” 
them the they like. 


Can these 
worked out so well 


work 


way 


methods, which have 
for firms in other 


industries, for us toor 


business to- 
I—and 
There’s 
1 war on, and our main job is to win 


Let’s assume we’re in 


gether—vou, the reader, and 


we owna mortgage company. 


the war. Our sons and relatives and 


friends have gone and we’ve been left 


running the business—or “holding the 


bag”’—call it what vou will. With 
winning the war our first job, it’s ob- 
vious there won’t be much new home 


building for us to finance except maybe 
find a 
contractor with priorities and a finance 
Title VI 


will be 


1 few war homes—if we can 
committee willing to accept 


But 
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paper. existing houses 


bought—and apartment buildings. Is 
there any way we can get these new 
buvers to think “Gosh, Pl have to go 
down and get my money from the 
XYZ Co. 
can we get the brokers to say 
me take care of your financing for you. 
ll take you down to the AY.” Or 


can we peg our principal source of in- 


They ’re nice people!” Or 
6: Just let 


for the duration—our present 
borrowers—so that they’ll stick 
us? So that when Mr. Borrower gets 
1 letter from one of our portfolio- 


come 
with 


raiding colleagues, beginning “Our ap- 
praisers have inspected your 
and find 


property 
it is eligible for a 4 per cent 


loan—” his wife will say: “Well, 
listen, dearie, if we can get a cheaper 
loan, why don’t you go down to the 


XYZ? They have our loan now and 
I’m sure they can do anything anybody 


can—and besides thev’re nice to do bus- 


iness with!” 

If through the intelligent use of pub- 
lic relations you can accomplish these 
things, then such a will 
If not, forget it. 


program pay. 


should understand clearly 


that advertising and publicity are 


First, we 
two 
and distinct forms of 


separate mer- 


chandising. Advertising is a specific, 
direct message placed in the newspapers 
or magazines, or on billboards, or sent 
through the mail or over the air. You 
contract to buy so much space in your 
chosen medium and into this space you 
fit your message. And for it you pay 
a certain definite sum of money. 


Publicity is a message you give to 


the public indirectly. Publicity is some- 
thing you do mot pay for—at least not 
directly. However, as it is essential for 
effective publicity to make its appear- 
form of you must 


ince in the news, 


either have a_ nose-for-news yourself 
and a flair for setting it up so that the 
papers will print it and the public will 
notice it or you must hire someone to 
do this work for you. That, of course, 


costs some money. 


The effectiveness of favorable pub- 


licity is something that no one will 


question. Almost every successful cor- 
poration in the world tries for it, in- 
dustries compete for it and every gov- 
ernment in the world plans, plots and 
even fights for it. 
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in by other borrowers. We could tell 
What High Premiums Do To FHA Yields from these questionnaires which type 
ial Am ret ; ie of approach had been most successful 
Pertinent to the current discus- | hese yields contemplate a loan in the case of high-grade properties and 
sion among MBA members of running out its full term of 25 a im 8 
paying premiums for FHAs, it is years. How am, _will be refi- But that was peace time. ‘Today we 
interesting to note what the high nanced before then! See wiat are at war, our fields of doing business 
premium does to the vield. I am 10-year term does to the eld: nine limited, om objectives mast he dif 
ssuumting a6 3 fact the necemity of ta Servicing The net ferent as we try to hold what we have. 
mortgage bankers seal have outlets price of fee at yield ts Our profits, if any, and our taxes all 
for loans they originate. Chief 102. 1 ay) 3.48 form a very definite part of any ad- 
among these outlets has been and 1()3 ; 3.34 vertising picture. 
- the life Ss 102 4 3233 Decide first of all what the status 
For instance, the life a eX of your own business will be during 
receives the following net yield Low foreclosure costs and short the next couple of vears: Will want 
on a 25-year FHA loan bearing redemption periods do not offset wurn into a collection sasence—and 
*/2 per cent interest waere the such yield figures. Earlier _ nothing else? And if so, will you be 
cost of handling on the part of payment of these loans further a collection agency that will just barely 
the life company is figured at only reduces the interest vield to the ret by, or perhaps even run in the red? 
14 of 1 per cent (this 4 of 1 holder. The mortgage banker If so, you should definitely not plan on 
per cent is deducted from the net needs the life company. The life doing any advertisinz—unless you have 
yields shown): 7 . company _ Wants the mortgage an ample reserve Goailt onl one ooing 
| Ata Servicing The net banker. Ihe mortgage business of to stake some of it against a possible 
| wry meng yield ts — ee ae without the | future benefit when the mortgage bus- 
| 102 V2 / 3.56 other. N orman H., Nelson, | iness reopens. 
103 72 a treasurer, Minnesota Mutual Life | Suppose you are pretty sure you ure 
102 “4 IJée Insurance Company. } going to have a profit from your oper- 
ations this year and that this might:even 
turn into a mice profit. You are .then 
going to be faced with the certainty of 
But in wartime your chances—as_ weight to your own views, and send paying some pretty substantial taxes. 


men—of getting publicity 


will be sharply lessened because of the 


mortgage 


coming shortage of “newsprint” —the 
stock on which 
which will cause all newspapers to cut 
down their size. And in the reduction 
it is at all unlikely that the 
estate pages will be among the first to 
feel The 
paper’s standpoint—is that real estate 


papers are printed- 


not real 


the ax. reason—from the 


pages are not considered “profitable” 

. that is, they do not attract enough 
paid advertising to justify being re- 
tained intact at the expense of trimming 
some other and better-paying special- 
ized section. 

Despite this, I'd advise you to get as 
much publicity as you possibly can. 
Identify yourself with financing prop- 
erties as often as possible. Do not hesi- 
tate to take a public stand on a popular 
non-controversial make a 
of figures that are already of 


issue, or to 
survey 
public record. If and when and where 
you feel justified about doing so, make 
a few optimistic predictions about some 
These are all 
sound, sure publicity practices that will 
lend an aura of prestige to your firm, 


future trend in housing. 


real live business into your office. 

In merchandising an intangible and 
long-term commodity such as mort- 
gage-money, even in peace time it is 
difficult to trace the results of adver- 
tising. If you were a department store 
owner and advertised a sale of ladies’ 
nylon stockings and at nine the next 
morning women swarmed in and tore 
down your fixtures in an attempt to get 
to the stocking counter, you could spe- 
cifically their 
advertisement. It 


trace presence to your 
is more difficult in 
the mortgage business. 

Some years ago we made a detailed 
survey of just what brought borrowers 
into our office. 
naires to 1,000 home owners who had 


We sent out question- 


recently made their mortgages with us, 
asking them frankly just why they had 


come into our office instead of some 
other. Six hundred and eighty-five of 


these borrowers replied, and from their 
answers we knew how many came be- 
cause of advertisements, 
how many because of direct-mail, or 
billboards, or because they were recom- 


ne wspape r 


mended by contractors or banks, or had 
heen called on by our solicitors, or sent 
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Let us say your corporate tax rate will 
be around 40 per cent. Advertising is 
1 levitimate, deductible expense as far 
is your taxes are concerned, if kept 
bounds. If 


company is in this condition, every dol- 


within reasonable your 
lar you spend advertising will really be 
raid as follows: 60 per cent of the 
cost will be borne by you as a normal 
business expense and 40 per cent will 
be paid out of money that would other- 
And if you 


fortunate businesses 


wise have to go for taxes. 
have one of those 
that happens to get up into the excess 
profits brackets, as high as 85 per cent 
of your advertising expense can be paid 
for with money that would otherwise 
be spent for taxes. But the advertis- 
ing must be kept within 
Knowine the 
iness as I do, I believe none of us will 


reasonable 


hounds. mortgage bus- 


advertise to excess. 

I do not suggest advertising as a 
form of tax evasion, but as a sound 
business procedure that can also be used 
to bolster up civilian morale during the 
Many of the large organizations 
doing magnificent 
They are not only 


war. 
of the country are 
jobs of advertising. 
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bolstering the war effort, but are add- 


ing to their own prestige and will un- 


doubtedly cash in on this good will 


ifter the war. 


The government itself, aware of the 


tax situation, wants you to advertise. 


Statements from the President, the 
Under-Secretaries of War and Com- 
merce, the OPA Administrator, the 
Assistant Attorney General and many 
others have urged a continuation of this 
form of civilian information. So the 
first thing to consider in thinking of 
in advertising program is whether your 
business is going to pay taxes in 1943. 
If it is, remember: You have never 
before had the opportunity to advertise 
as cheaply as you will be able to adver- 
tise today. 

[If you should spend some money 


idvertising, think first of your present 
They constitute a group all 


forgotten by 


borrowers. 


too frequently mortgage 


men as soon as their names go on the 


books. 
still 


Let your borrowers know that 
for them, perhaps as 


as you did in the 


you care 
when 


Keep 


in touch with them by direct-mail, send 


irdently days 


you were courting their business. 


them frequent reminders of your in- 
terest. 
We never let a Christmas go by 


an attractive greeting 
We have sent them 


without sending 
to our borrowers. 
books, 
make their income tax 
Soldiers’ and Sailors’ Relief data where 


they have requested it, wartime sugges- 


budget brochures on how to 


out schedules, 


tions on how to save fuel in winter, 


and are now contemplating a series of 


several other helpful suggestions in 
which they can use their houses and 
lots to their own best advantage for 


the remainder of the war. 
action-seeking 
type 


As to the 
advertisements of the 


specific, 
newspaper 
that offer certain rates, terms, or plans 

designed to pull in immediate re- 
plies: I would say this type will mot 
Mortgage and real estate opera- 
the market 


pay. 
tions are too limited today 


you shoot at (that of current buyers 
ind sellers) is too small. I feel that 
this type of high-pressure, specific- 
proposition advertising never did pay in 
the mortgage business and was mever 
the correct type to use. 

We feel that newspapers offer a 


great field for institutional promotion 


in the mortgage industry—for building 
a mighty backlog of good will for your 
in time 
Once you 


organization. ‘This was true 
of peace and it is true now. 
have established this institutional good- 
will, people will come to you when they 
are ready Or if your 
solicitor calls on them, he will find he 


to do business. 
has a definite advantage over the com- 
peting solicitor whose firm is not known 
to the prospective borrower. 

A great opportunity exists today for 
ood-will through 
not 


building institutional 


advertisin There is 


g 
newspaper £ 
so much civilian activity in real estate 
hence there is not so much competition 
for the property attention. 
This is an ideal time for the enterpris- 
merchandiser to 
For there will 


owner’s 


ing and 
for the 


courageous 


build future. 


be markets in the future, greater mar- 
kets after this war has been won, than 
we have ever known before. 


The field is ripe for planting for the 
harvest that will come when the war 
has been won. I would not advocate 
that which I would be unwilling to 
practice. During 1943 we will double 
the size of our newspaper advertise- 
ments, all institutional, looking to the 
post-war future. 


The real 
not you should keep up your newspaper 
advertising will not he found in your 
balance sheets or in the measured activ- 
ity of your markets. You will find it 
in your faith in America. Do 
think we will win this war? If so, use 
your courage and vision. 


answer as to whether or 


you 


Believes FHA Should Act Now to Prevent 


Paying Outsiders Bonuses and Fees 
By J. E. FOSTER, JR. 


THINK it is more important now 

than ever before that FHA be 

asked to prohibit payment of bon- 
uses to outsiders. It is clearly evident 
that with the diminishing volume of 
business, an increased premium is being 
offered for loans. This makes the FHA 
loan a less attractive investment for in- 
surance companies as this premium must 
be ultimately paid by them. 

If the mortgage business could be 
controlled by mortgage bankers, we 
would have a different situation but it 
is impossible to keep some lenders from 
appointing as representatives firms or 
individuals who know nothing about 
the business, who have no idea of the 
cost of operation and who, in their 
anxiety to create volume, run up acqui- 
sition rebating to the extent 
that new business cannot be originated 
profitably. It is true that these individu- 
als and organizations soon disappear 


costs by 


from the scene but their places are usu- 
ally taken by half a dozen others trying 
the same thing. 

I have discussed this with several 
lesser FHA officials. They all seem to 
think this is a matter for us to work 
out and not the concern of FHA. I 
think definitely that this is not the case, 
and that FHA is as vitally concerned as 
banker because if this 


any mortgage 
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practice is not regulated, and the pre- 
mium on these loans reduced to a fair 
and reasonable figure so that the ulti- 
mate investor can obtain a fair return 
on his investment, the market for the 
mortgages is going to be seriously im- 
paired, and FHA business is going to 
slip away from experienced mortgage 
men and become controlled by those 
who do not have the ability and train- 
ing to handle it properly. 


I have no fear of insurance company 
branch offices. They cannot originate 
the loans any cheaper than we can. I 
am afraid that the higher premiums go 
on these loans, there will be a greater 
tendency toward portfolio raiding for 
the refinancing of the older FHA 
loans into conventionals, because more 
and more people will find that their 
investors don’t care to pay premiums 
that they have to pay for these loans; 
and in turn offer lower conventional 
loan rates, without having to pay the 
heavy bonuses. 


I don’t believe that there is anything 
that MBA could do that would be of 
more value to all members than to pre- 
vail upon FHA to prohibit the pay- 
ment of commissions to builders and 
others not engaged in the business of 
originating mortgage loans. 
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COURT SAYS MORTGAGEE 
CONTROLS FIRE INSURANCE 
A mortgagee has the right to say who 

shall carry the fire insurance on mort- 

gaged property—to the extent of the 
indebtedness. 

So ruled the Texas Fifth Court of 
Civil Appeals affirming a court ruling 
by the forty-fourth district court, Dal- 
las, that a mortgagee has the right to 
dictate who shall carry the fire insur- 
ance on mortgaged property up to the 
extent of the indebtedness. The ruling 
said that the mortgagee has a primary 
interest in the property mortgaged up 
to the extent of the debt, and that he 
should have the right to name the com- 
pany in which the insurance should be 
carried. The owner, however, may 
select his own company for insurance 
above the amount of the loan, the court 
declared. 

So far as we know—and there has 
not been time to conduct a thorough 
investigation of the matter—this is one 
of the first times that a high court rul- 
ing has been handed down on this mat- 
ter (or is it the first? ). Thus its im- 
portance to mortgage bankers is obvious. 
(With the thought that many MBA 
members would like to review the full 
opinion, we have it in mimeographed 
form and will send a copy on request. 
The reasoning of the court on this ju- 
dicial problem is interesting.) 


What happened was something like 
this: A doctor built a home and one of 
our members, Aubrey M. Costa, ar- 
ranged the temporary financing and, on 
completion, made a $16,000 loan on 





WE HEAR FROM THE CHAPTERS THAT— 





One of the principal annual meet- 
ings of MBA chapters is that of Texas 
MBA and this year, for the first time, 
Ft. Worth will be host city. Dates are 
May 13th and 14th at the new Black- 
stone Hotel. A golf tournament is 
scheduled for the 14th and a luncheon 
and directors meeting that afternoon 
at the Colonial Country Club. R. D. 
Buck Walton, Chapter president, sug- 
gests that since the mortgage fraternity 
of Texas is not by any means 
fined to Texas mortgage men, insur- 
ance company executives and 
who can should make their plans now 


con- 
others 


it. The mortgagor readily consented 
to the insurance being written by Costa 
as the latter had already insured some 
of his other properties. The deed of 
trust signed by the mortgagor carries a 
clause to the effect that the insurance 
carried is to be written in a company 
acceptable to Costa as trustee. 


The mortgagor entered military 
service and asked Costa to sell his 


house which was done. The new buyer 
was told that Costa had a contract to 
write the insurance for the life of the 
loan and made no objections. After 
the sale, the buyer’s attorney instructed 
Costa to write a new three-year policy. 
Several months later, however, another 
agent came to the Costa office and in- 
sisted that a new policy be accepted on 
instructions from the buyer’s attorney 
and that Costa cancel the old policy. 
This was refused but Costa did offer to 
reduce the coverage to $15,000 from 
$30,000 and permit the other agent 
to write $15,000. The buyer refused 
the offer and the legal proceedings be- 
gan. The case first went to a district 
court and then to the civil appeals 
court. If the buyer appeals from the 
latter’s decision, it will go to the Su- 
preme Court of Texas. 


. 





PITTSBURGH MBA SPEAKER 

Ira Hurwick, Pittsburgh attorney, 
addressed members of the Pittsburgh 
MBA at a recent luncheon meeting on 
“The Relationship Between Realtors 
and Mortgage Bankers.” He is vice 
president and counsel of Housing Mort- 
gage Corporation. 
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to attend the Ft. Worth meeting. 





St. Paul MBA members have voted 
a resolution which~binds them not to 
interfere with one another’s renewals 
and the agreement has worked well, 
according to Frank W. Howe, man- 
ager, mortgage loan department, Clapp- 
Thomssen Co. and Chapter president. 
Previously most mortgage men in St. 
Paul had been operating under such an 
agreement and the formal resolution 
emphasizes the determination of lend- 
ers not to pirate others’ renewals. No 
evidence is available that lenders are 
resorting to over-high apraisals to get 
loans, he said. 





The Kansas City MBA is actively 
opposing a bill introduced in the Mis- 
souri legislature, which would repeal 
the trustee’s sale method of conducting 
real estate mortgage foreclosures and 
substitutes the cumbersome and expen- 
sive court action. The trustee type of 
realty mortgage has been in use in Mis- 
sourl for several decades. It is em- 
bodied in the model law proposed for 
all states by the Commission on Uni- 
form Laws. 





Chicago MBA sponsored a particu- 
larly worthwhile meeting this month 
when it invited Arthur G. Eberding, 
in charge of wage adjustments of the 
Wages and Hours Division of the De- 
partment of Labor, to speak on pro- 
cedure to follow in salary adjustments 
(under Executive Order No. 9250, 
October 3, 1942). This affair may 
have in it a suggestion for other chap- 
ters. 





Committees for Grievances and Ar- 
bitration and Mortgage Practices have 
been set up by Minneapolis MBA Presi- 
dent R. H. White. The former is 
headed by Fred Chapman and includes 
Paul von Kuster, S. M. Waters, Wal- 
ter Wallace and A. F. Carlson. The 
latter include Joe Fehr, chairman, and 
E. B. Southworth, Gardner English, A. 
G. Hanson and Norman Newhall. 
Membership committee this year con- 
sists of J. G. Goodspeed, chairman, and 
B. N. Bell, H. C. Barney, Murray 
Waters and G. K. Smith. 
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President’s Report to the Membership 


It will be recalled that we have conducted an intensive campaign against publicly-financed 
housing. We have been helped by others in the campaign, and now have a commitment from 
National Housing Agency, reading as follows: 

“« . . if the war housing need in any locality is for family accommodations which can be 

permanently absorbed by the community, and if the private builders can meet necessary 
w requirements, then we schedule privately financed construction.” 

In other words, subject to the economic absorption of permanent housing after the war 
ind the ability of local builders to build and finance war housing in the quantity needed in a 
given area, the National Housing Agency has agreed that it shall all be done through private 
financing; and that in the event temporary housing only is needed then and only then will pub- 
lic housing, with public financing, be provided for war workers. A communication from the 
National Housing Agency is printed more fully in the leading article in this issue. 

Insofar as war housing is concerned, MBA has done its job and gained its point. The 
responsibility now lies with its members and builders in each local area to take steps to — 
ull permanent housing which is authorized, and in so doing it will have the backing of the Na- 
tional Housing Agency—and I have had the privilege of seeing them make good on this agree- 
ment in one city y already. May I urge our members to proceed accordingly and to make cer- 
tain that local representatives of NHA who are too public housing minded be checked and 
cur bed to make certain that their reports to the Administrator in Washington are proper and 


s 


keeping with the facts in those cases where the local representatives of the housing agency 


recommend temporary public housing. 

I said before that our job is done with respect to this one matter of policy, and naturally 
[ mean as to war housing. We are still on the job with respect to housing after the war—and 
we will be back on the job with respect to war housing if there is any indication of a change in 


the declared policy contained herein. 

By the time this issue of The Mortgage Banker is released, your officers will have been to 

Washington for discussions and negotiation on several most important questions, including 
FNMA mortgages. These questions will be reported to the membership either by 
rvice where urgency compels, or in the next issue of Local Chapter News. 

\ great many complaints have been received from certain areas throughout the nation 
with regard to high percentage loans made by savings and loan associations without the benefit 
of FHA insurance—amounts which are extremely excessive, according to our members. 

In view of the fact that this condition does not prevail in all parts of the country, there 
seems to be no action which we can take other than to advise our members as follows: 

If you have specific cases which you can support, and if you are unable to secure the co 
operation of the offending savings and loans through negotiation, then your course of action 
should be as follows: 

(1) If such savings and loan is a member of the Home Loan Bank System, you may 

make a substantiated report to Mr. John H. Fahey, Commissioner of the Home Loan 
Bank System, Washington, D. C.—and he has agreed to take such action as is neces- 
sary. 
If the offending savings and loan is a state authorized institution and is not a member 
of the Home Loan Bank System, your recourse is then to make certain that they are 
complying with your state law—and if not, action is necessary within your state. But, 
if the state law is such as to permit the offending practices, you then should take steps 
to correct the law. 
[hese instructions are pursuant to action taken by the Executive Committee of the Mort- 
Bankers Association of America under date of February 24, 1943. 


President. 
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